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State of Indiana
Clean Water State Revolving Fund

Intended Use Plan
SFY 2009

1. Introduction

The acronyms and terms used herein are defined in Exhibit A, Definitions.

In accordance with Sections 603(g), 606(c) and 216 of the Clean Water Act, the State of
Indiana (State), acting through its Indiana Finance Authority (Authority), hereby submits to
the United States Environmental Protection Agency (EPA) and the public this Intended Use
Plan (IUP) for State Fiscal Year (SFY) 2009, for its Clean Water State Revolving Fund
(CWSRF). This IUP will also support the State’s upcoming grant application to obtain
additional capitalization grant awards. The capitalization grant is presently an estimated $17
million for Federal Fiscal Year (FFY) 2009 funding. The State believes that even with the
award of the SFY 2009 grant to continue capitalizing the CWSRF, current demand for
assistance may not be met during SFY 2009,

The purpose of the CWSRF is to provide Participants in Indiana with low-cost financial
assistance in order to construct necessary and environmentally sound treatment works;
facilitate statewide compliance with state and federal water quality standards; establish a
fiscally self-sufficient program as a continuing source of funding for improvement and
protection of water quality and public health; and conduct any other activity permitted by the
Clean Water Act (CWA). The CWSRF Loan Program is administered by the Authority which
is responsible for setting priorities for loan assistance from the CWSRF, evidenced by two
-Project Priority Lists (PPLs) that include all Proposed Projects.

An TUP is prepared each SFY to identify the uses of all monies available to the CWSRF Loan
Program. Each IUP includes the following items:

»  Two PPLs of Proposed Projects to be funded in SFY 2009 following adoption of the
IUP, including a description of the Proposed Projects, the amount of financial
assistance requested and the size of the community served;

The short-term and long-term goals of the CWSRF Loan Program;

Information on the activities to be supported by the CWSRF Loan Program;

A description of the financial status of the CWSRF; and

The criteria and methods established for the distribution of funds.

This IUP, including the PPLs and Project Ranking System (See Exhibit C), has been subject to
public review and comment in accordance with the CWA as described in Section V.A. below.
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II. Project Priority List

The PPLs for SFY 2009 are attached as Exhibit B and include all Proposed Projects.
A. Publicly Owned Treatment Works Projects

The attached SFY 2009 PPLs were created in accordance with the Ranking System and list $945
million of Proposed Projects, a portion of which may be financed prior, during, or after SFY
2009 and a portion of which is expected to be funded from sources other than an SRF loan.

Participants may apply throughout the year to have Proposed Projects added to the PPL during
SI'Y 2009 and will be included with PPL updates, as provided for in the Project Ranking System.
For Proposed Projects to be added, a Participant must submit a completed CWSRF Loan
Program application to the CWSRF Loan Program. Proposed Projects added during these
updates will be placed unranked at the bottom of the PPLs, after providing the public opportunity
for input. These projects will be scored and ranked after submission of a PER.

B. Nonpoint Source Projects

Nonpomt Source (NPS) Projects are integrated with the Proposed Projects and are included with
their score and rank on the PPLs.

C. Fundable Range

To inform the public of current estimates regarding the CWSRF’s financial capacity and to
efficiently direct CWSRF Loan Program assistance to the highest priorities where possible, the
State has calculated a “Fundable Range” for Proposed Proje¢ts. The Fundable Range for the
CWSRF Loan Program is $150 million. This will be appropriated between the two priority lists.
$50 million will be reserved for small systems and $100 million will be reserved for large
systems.

The CWSRF Loan Program uses the Fundable Range to plan and prioritize its work and
resources. The Authority has determined that funds available are insufficient to fund all projects
on the PPLs.  Therefore those Proposed Projects within the Fundable Range will be afforded a
priority of resources; most notably, preference in closing a loan as soon as the necessary
programmatic and financial steps are completed.

D. Bypass Process

The bypass process enables projects originally identified outside the Fundable Range to be
funded when higher-priority projects have not yet progressed to a stage allowing for loan
closing. However, if a bypassed project becomes ready to proceed, it will have funding priority
over other projects below it on the PPL. Therefore the State will use the following bypass
procedures to allow other projects on the PPL to receive financial assistance from the CWSREF:

1. The CWSRF Loan Program will note the Fundable Range on each SFY 2009 PPL and
notify all Participants with Proposed Projects on the PPL of their status. Participants will
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be advised that being.in the Fundable Range does not mean that a loan commitment is
made or that funding is guaranteed or reserved; rather, it means funding priority will be
given to those Proposed Projects. All Participants that are eligible for subsidized
financing must bid the entire SRF financed project in advance of the December 31, 2008
loan closing deadline.

. Until December 31, 2008, only projects in the Fundable Range will be permitted to close
a CWSRF subsidized loan.

. After December 31, 2008, the CWSRF Loan Program will permit a bypassing of projects
within the Fundable Range that have not closed or scheduled to close their loan. The
CWSRF Loan Program will extend the Fundable Range by the amount of such bypassed
projects. This is intended to afford Participants nearly within the original Fundable
Range to gain priority in working quickly to close their loans.

. After December 31, 2008, any project that meets the necessary programmatic and
financial steps may close a CWSRF Loan Program loan under applicable CWSRI Loan
Program lending requirements. If the CWSRF Loan Program determines there is
insufficient lending capacity, then the highest-scored Proposed PI‘OJeCtS at a readiness-to-
proceed stage may close.

. Notwithstanding the foregoing, after December 31, 2008, the CWSRF Loan Program
may institute additional or alternative conditions and limits other than as expressed in this
IUP to tentatively select Participants for closing eligibility and to bypass any such
tentatively selected Participant. Without limitation, these may include (i) bypassing
Participants that fail to close within a 30-day (or shorter) period of being notified of
timing and eligibility to close, (ii) limiting loan closing amounts to lesser amounts than
requested, (iii) requiring evidence of full project funding if all funding needs are not
provided through the CWSRF Loan Program at a loan closing, (iv) conditionally
reserving funding for any Participant commitments, (v) bidding project prior to loan
closing, etc.

. All unfunded Proposed Projects are eligible to remain on subsequent SFY’s PPLs if they
inform the CWSRF Loan Program of their desire to do so.

III. Project Ranking System

The PPLs attached as Exhibit B, ranks Proposed Projects for which PERs were received by June
30, 2008. There are two PPLs, one for populations less than 10,000 and one for populations of
10,000 or greater. All other Proposed Projects for which the Authority received applications by
June 30, 2008, but for which PERs have not been submitted, are listed alphabetically un-scored
and un-ranked on the PPL. The Indiana SRF Loan Program will implement a new scoring and
ranking system found in Exhibit C during SFY 2009. This new scoring reflects the State’s water
quality goals and accounts for population differences. Changes include, points for brownfield
reuse; updated water quality points; and updated project need categories. Bonus points will be
available for projects that include green technology and sustainable infrastructure components.
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IV. Intended Use Plan

A. Goals and Objectives

The goal of the CWSRF Loan Program is to facilitate statewide compliance with state and
federal water quality standards by prioritizing funding of Proposed Projects that provide
enhancement or protection of water quality and public health, as well as to provide Participants
in Indiana with low-cost financial assistance in order to construct necessary and environmentally
sound treatment works. For purposes of this IUP, short-term goals and objectives are those the
State expects to achieve in SFY 2009 while long-term goals and objectives are those the State
expects to achieve over a longer course of time.

1. Goals and Objectives
a. Short-Term Goals and Objectives

During SFY 2009, the CWSRF Loan Program expects to achieve the following short-term goals
and objectives: ‘

(ST1) Seek the immediate award of the 2009 capitalization grant. Cbntinue to disburse loan
proceeds such that the 2009 Capitalization Grant can promptly be deposited and, as expenditures
are incurred or paid, be converted to cash.

(ST2) Conduct at least 30 technical inspections during the construction phase and the post-
construction phase to document the construction progress, as well as the appropriate use of SRF
funds.

(ST3) Conduct at least 6 SRF financial site visits to assess Participants repayment of loans and
work with Participants as needed.

(ST4) Administer the State’s Small System Technical Assistance Fund Program with the goal of
providing needed financial assistance for the planning and design costs of SRF projects
contemplated by small and low income communities.

(ST5) Document the environmental benefits derived from the CWSRE financed pfojects using
the one-page forms sanctioned by EPA.

(ST6) Institute a revised scoring and ranking system that better reflects the State’s water quality
goals including sustainable infrastructure/green technology.

(ST7) Work diligently with Participants and effectively manage Proposed Projects to assist
Participants in closing loans and constructing their projects in a timely, efficient manner. This is
accomplished by the following metrics:

(ST7a) Schedule a Project Planning Meeting with each Participant within two weeks of
receipt of application.
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(ST7b) Tssue a follow-up letter to each Participant within 5 days after a Project Planning
Meeting.

(ST7c) Perform a completeness review within 10 days of receipt of a Preliminary
Engineering Report.

(8T7d) Complete a technical review df cach Preliminary Engineering Report in less than
45 days. ' '

(ST7e) Issue environmental review documents in less than 90 days.

(ST7f) Approve bidding documents in less than 5 days.

b. Long-Term Goals and Objectives
During SFY 2009, the State continues work to achieve the following long-term goals:

(LT1) Provide financial assistance to current and future Participants, by providing low-cost
financing commensurate with prudent fiscal and credit standards.

(LT2) Maintain the long-term financial integrity of the CWSRF by judiciously managing its
assets in order to realize a rate of return that will sustain the CWSRF in perpetuity.

(LLT3) Monitor all outstanding loans and the financial capability of Participants through the use
of an in-house monitoring system and, in conjunction with the Bank of New York, ensure the
CWSRF Loan Program continues to avoid loan defaults. In particular, review the financial
statements for Participants receiving a State Board of Accounts audit in the current calendar
year. Require new Participants to utilize paying agent agreements and offer all prior Participants
the opportunity to enter into a paying agent agreement. Conduct financial on-site visits as
warranted.

(LT4) Leverage EPA Capitalization Grants to generate loans that exceed two-times the awarded
grant amounis.

(LT5) Monitor Participant’s draw of funds to assure loans are being drawn within two years.
Assure that un-drawn funds are returned to the loan pool and made available to other
Participants. '

(I'T6) Submit required reports to EPA in a well-prepared and timely manner, and ensure that
EPA funds are accessed within one week of being made available to the State.

(LT7) Publish a quarterly SRF Loan Program newsletter.

(LT8) Work with the other State and Federal clean water infrastructure financing agencies to
coordinate efficient and effective financing of clean water projects.
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(LT9) Develop a comprehensive database for staff to reference all information related to each
SRF project.

(LT10) Provide interest rate breaks to communities which adopt Ndnpoint Source projects. The
CWSRF Loan Program will meet quarterly with the IDEM Nonpoint section to identify projects
on the CWSRF Loan Program PPL which may benefit from SRF funding.

(LT11) Work with the IDEM TMDL section to develop a system to assist communities in the -
implementation of TMDLs and offer interest rate breaks to communities which implement
TMDL projects which are CWSRF Loan Program eligible.

(LT12) Utilize the Clean Watershed Need Survey information database when a new application
is received and use this information to confirm the need of the project as well as providing input

to the scoring of the project,

(LT13) Coordinate the co-fundmg of an Indiana Brownfields Program and CWSRT Loan
Program project.

B. Project Categories

The State expects to use the CWSRF to finance the planning, design and construction of the
following project categories under Section 212 of the Clean Water Act:

PROJECT CATEGORIES
I.  Secondary Treatment IVA. New Collection Systems
II. Advanced Treatment IVB. New Interceptors
III. Infiltration/Inflow Correction V. Combined Sewer Overflow
Correction
IIIB. Major Sewer System Rehab111tat10n VI.  Non-point Source Water Pollution
and Correction -1 Abatement

C. Financial Status of the CWSRF Fund

Sources and Uses of Funds. Capitalization grants, Guarantee Revenue Bond proceeds and State
Match Revenue Bond proceeds are used to capitalize the CWSRE Loan Program. The majority
of the bond proceeds are, in turn, loaned to Participants for eligible projects. The CWSRF Loan
Program utilizes its capitalization grants to serve as security for Guarantee Revenue Bonds
issued by the State, the proceeds of which are loaned to Participants. Earnings on the
Capitalization Grants serve as a source of payment for Guarantee Revenue Bonds and State
Match Revenue Bonds issued by the State.

Available Funds: During SFY 2009, the State intends to provide funds to continue meeting
existing loan commitments and to make additional loans for new projects by causing additional
Guarantee Revenue Bonds and State Match Bonds to be issued. The issuance of these bonds will
occur as, when and in amounts that are necessary for the State to meet the cash flow borrowing
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needs of existing and new loans. Binding commitments are only made from the CWSRF if and
when a financial assistance agreement is entered into with a Participant.

The State expects to seek and be awarded in SFY 2009, a capitalization grant in the amount of
approximately $17 million. When added to the funds currently available to the State, the State
estimates that it could, in aggregate, generate additional funds for lending in an amount sufficient
‘to fund the majority of Proposed Projects that have been scored and ranked on the SFY 2009
CWSREF PPLs. '

The maximum amount of funding ultimately available for loans will depend on the
following:

Demand for the CWSRF Loan Program as evidenced by Proposed Projecis;
Participant’s readiness-to-proceed as evidenced by completion of a PER and other
steps necessary to secure a CWSRF Loan Program loan within SFY 2009; and

* The capacity of the CWSRF Loan Program to issue additional Guarantee Revenue
Bonds and State Match Revenue Bonds to generate additional loanable funds,
which requires sufficient cash flows to répay them.

The State's CWSRF Loan Program is an established and highly-rated borrower in the national
bond market and has issued Revenue Bonds to finance the CWSRF Loan Program. These bond
issues have provided the needed state match funding, and have included approximately $1.81
billion for loans. As of the commencement of SFY 2009, aggregate loans have been made in the
amount of $1.81 billion and the binding commitments made to Participants are approximately
equal to existing CWSRF loanable bond proceeds. The balance of the bond proceeds, not
available for loans, are used for reserve funds, administrative expenses, costs of issuance, etc.

D. Criteria for Method Used to Distribute Funds
1. Allocation of Available Funds

As a general rule, Proposed Projects will be financed in the order listed on the PPL subject to the
availability of funds, readiness to proceed, and the ability of the Participant to comply with the
conditions set forth in the State’s binding commitment with the Participant.

In addition, “project readiness criteria” will be applied to assure that Proposed Projects that are
ready for CWSRF Loan Program financing will not be delayed by higher priority Proposed
Projects that are on a slower timetable or financing schedule. Subject to the availability of
loanable proceeds, these bypassed projects will remain eligible for CWSRF Loan Program
financing, either later in SFY 2009, or by inclusion on future State fiscal year PPLs.

Steps towards “project readiness” can be demonstrated by:
(1) Submitting a PER, and
(2) Initiating the steps required by State statute and the CWSRF Loan Program to

proceed with a financial closing with the CWSRF Loan Program. This involves
completing the State law steps required to issue valid bonds, retaining a nationally
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recognized bond counsel to issue its unqualified, approving opinion on the validity
of the bonds at closing, bidding the project, and demonstrating the ability to repay
the CWSRF Loan Program loan. '

Proposed Projects deemed ineligible by the State for CWSRF Loan Program financing will not
be included on or will later be removed from the PPL and the Participant will be properly
notified.

Disbursements of CWSRF Loan Program funds will be made on a cost-incurred basis in
accordance with the CWA and State law.

2. Other Types of Assistance Provided

The CWSRF Pooled Program supplements the CWSRY Loan Program. The CWSRF Loan
Program’s Pooled Program provides communities with an interest rate equivalent to a AAA-
rated loan if and when the traditional SRF Loan Program becomes unable to satisfy all the needs
of the applicants on the PPLs. Pooled Loan Closings are tentatively scheduled for Spring 2009.
The Authority will determine the number of projects and available loan amount. Based on that
information, the Authority will secure funds for those projects ready to proceed and close an SRF
loan. The State will have the right to blend a large project with assistance from both the CWSRF
Pooled Program and the traditional CWSRYF Loan Program. The State may require non-
construction loans (“planning and design”) to be funded by the CWSRF Pooled Program.
Furthermore, the State may require loans that are requests for additional funding to be funded by
the CWSRF Pooled Program.

The State will consider refinancing, commensurate with federal and State law, where (i) a
Participant is proposing a new wastewater project that will result in a significant improvement in
water quality and (ii) as a result of State law or other restrictions on the Participant (including
existing bond ordinance, trust indenture or credit agreement provisions), a refinancing of the
existing debt is necessary or convenient as a matter of law or prudent fiscal or credit policy.

3. Transfers to the Drinking Water SRF from the Clean Water SRF:

The State has retained the flexibility to permit transfers between the DWSRF and the CWSRF of
capitalization grants and other funds held in or allocable to such funds to the extent permitted by
the CWA and the Safe Drinking Water Act (SDWA). Exhibit D, Intended Uses of the Funds,
identifies transfer balances.

Any transfer would only be made between accounts established for like purposes and subject to
like restrictions in the SRF Loan Programs and would be accounted for on a cumulative net
basis. Consistent with prior transfers, the State expects that transfers would be from funds held
“in its Restricted Sub-account of the Equity Fund or other funds held in the SRF Loan Program
and that such funds would be used to generate additional lending capacity under the leverage
loan structure of the DWSRF Loan Program. The State would not expect such transfers to have
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a material impact on the capacity of the CWSRF Loan Program to finance Proposed Projects
during SFY 2009. Notwithstanding the foregoing but subject to the SDWA, the State retains the
flexibility to transfer un-drawn CWSRF grants and/or to fund direct DWSRF loans with
transfers. The State would expect to only make transfers in a manner consistent with agreements
related to outstanding Guarantee Revenue Bonds and State Match Revenue Bonds.

4. Loan Rates and Terms

Indiana’s CWSRF Loan Program uses a Base Interest Rate, which is re-set on the first business
day of each January, April, July and October. The Base Rate is calculated by using 90 percent of
the average 20-year AAA-rated, general obligation bond Municipal Market Data (MMD)
composite index for the most recent calendar month. The Base Rate is then discounted further
on the basis of the Participant’s median household income (MHI) from 2000 Census data and
projected user rates.

The Participant’s financial information is reviewed by the CWSRF Loan Program fo finalize a
CWSRF Loan Program interest rate. The Participant’s rate consultant completes this rate study
before a rate ordinance is adopted at the local level. '

In the past when Participants had outstanding debt, they often wrapped new CWSRF Loan
Program debt service around the old debt so that aggregate debt service was level. Now,
wrapped CWSRF Loan Program loans may be charged 25 additional basis points to help offset
the additional subsidy they afford. The CWSRT Loan Program will have discretion to waive the
extra charge for Participants. Any Participant proposing to use a wrap structure will be required
to justify it by showing a substantial effect on User Rates.

User rates over User rates User rates under $25 |
$45 between $25-$45

MHI under $33,669 | {C} Rate — 0.75% | {C} Rate —0.50% | {A} Rate—0.50% = {C} Rate

MHI between {B} Rate — 0.75% | {B} Rate —0.50% ; {A} Rate—0.25% = {B} Rate
$33,670-$41,566

MHI over $41,567 | {A} Rate — 0.75% | {A} Rate —0.50% Base Rate = {A} Rate

5. Terms

.Consistent with applicable law, all CWSRF Loan Program loans will be structured so that there
are at least annual principal repayments commencing one year after expected completion of the
project, and a final principal payment no later than 20 years after expected completion of the
project. Additionally, the State expects level debt service payments except in limited
circumstances, such as where CWSRF Loan Program debt service is wrapped around existing
debt on the basis of user rate affordability. Executing a CWSRF Loan Program loan on any basis
other than level, aggregate annual debt service is subject to additional State review and approval.
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6. Cross-collateralization of the Clean Water SRF with the Drinking Water SRF

To the extent permitted by the CWA and the SDWA, and their incumbent regulations, the State
has cross-collateralized the CWSRF and the DWSRF Loan Programs to optimize capitalization
requirements and to better manage the specific funding needs of projects.

This cross-collateralization arrangement maximizes the security for bonds issued by the State to
capitalize the SRF Loan Programs. Accordingly, this could relate to and affect all types of funds
held in them. The State would expect that any such transfers would occur at any time necessary
to prevent a default on any such bonds and would be made between accounts established for like
purposes and subject to like restrictions. To date, no transfers of this nature have been made.

The State would expect to retain the flexibility to reimburse, on a cumulative net basis, any
transfers made under a cross-collateralization arrangement. Because such a cross-
collateralization arrangement is a contingent security concept and transfers are not expected or
planned to occur, the State would not expect this to negatively affect the funding capacity of the
SRF Loan Programs. However, if such transfers occur and are not reimbursed, it may affect the
burdened fund's ability to make some volume of additional loans it otherwise might have been
able to make. '

7. Refinancing

The State will consider refinancing, commensurate with federal and State law, where (i) a
Participant is proposing a new clean water project that will result in a significant improvement in
water quality and (ii) as a result of State law or other restrictions on the Participant (including
existing bond ordinance, trust indenture or credit agreement provisions), a refinancing of the
existing debt is necessary or convenient as a matter of law or prudent fiscal or credit policy.

8. Fees, Expenses

The State intends to use the maximum allowable percentage of each federal capitalization grant
to offset CWSRF Loan Program costs, including administrative, legal and financial fees and
expenses, to the extent permitted by Section 603(d)(7) of the Clean Water Act to operate the
CWSRF Loan Program in perpetuity. Additionally, the State expects Participants to offset some
of the costs of making and securing their loans, including the fees and expenses of bond counsel,
CWSRF Loan Program Counsel, and the cost of making appropriate municipal disclosures,
through a Loan Closing Fee, which is $1,000 per loan. The CWSRF Loan Program may also
assess each Participant a loan closing fee and a Non-Use Fee on funds not used for project costs
two years following the loan closing. :

9. Requirements for Loan Closing

The State will continue requiring each Participant to establish a dedicated source of payment for
all loans made from the CWSRF and cause such loans to be paid according to their terms. The

- State will generally expect each loan to be evidenced by bonds, or other evidence of
indebtedness, issued by or on behalf of the Participant. This will generally require each
Participant to complete the following steps prior to a loan closing:
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¢ Submit financial and operating information acceptable to the CWSRF Loan Program

to evidence the establishment of a dedicated source of payment and an ability to pay
_ each loan according to its terms;

e Complete required notices, hearings and other local actions to issue bonds, or other
evidence of indebtedness, in a form and substance acceptable to the CWSRF Loan
Program; :

o All Participants that are eligible for subsidized financing must bid the entire CWSRF

. Loan Program financed project in advance of a CWSRF loan closing.

e Complete required approvals, if any, of the Indiana Utility Regulatory Commission;

* Issue bonds, or other evidence of indebtedness, in a form and substance acceptable to
the CWSRF Loan Program, together with opinions of nationally-recognized bond
counsel to the effect that such are valid and binding obligations under State law, and
except in very limited circumstances, interest thereon is excludable from gross

- income for federal tax purposes; and ‘

» Enter into a financial assistance agreement with the State in the form proposed by the

CWSRF Loan Program. ‘

The State will expect Participants to engage a nationally recognized bond counsel and a qualified
financial and rate consultant at its own expense to assist in structuring each CWSRF Loan
Program loan and its dedicated source of payment. These costs may be paid from CWSRF Loan
Program loan proceeds.

E. Assurances, Specific Proposals

The State provides the necessary assurances and certifications under its present 'Operating
Agreement with the EPA; however, as required by 40 CFR 35.3150(b) (4), the State further
certifies that it will: '

(a) Perform environmental reviews in accordance with federal law and State law.

(b) Enter into binding commitments with Participants for wastewater treatment projects
in amounts equal to at least 120 percent of each quarterly federal capitalization grant
payment within one year of the receipt of each such payment in accordance with
Section 602(b)(3) of the CWA. As of June 30, 2008, binding commitments
exceeded 120 percent of all grants awarded to date (that is, FFY 1994 through 2008),

- significantly in advance of the foregoing binding commitment deadlines. Further,
such binding commitments would exceed 180 percent of Capitalization Grants
(inclusive of the estimated and yet-to-be-awarded FFY 2009 Capitalization Grant).
Such amounts are banked toward meeting future binding commitment requirements.

(b) Expend all CWSRF Loan Program funds in a timely and expeditious manner in
accordance with Section 602(b) (4) of the CWA. As demonstrated by Exhibit D, the
State has used all CWSRF funds in a timely and expeditious manner and will
continue to do so.

CWSRF Intended Use Plan SFY 2009 Page 11 of 13




(¢) Use first the capitalization grants, the State matches, and whatever loan repayments
are required to be so used to assure maintenance of progress toward compliance with
enforceable deadlines, goals and requirements of Section 602(b) (5) of the CWA and
to this end, the State asserts that all national municipal policy projects in Indiana
have been funded and are in compliance or have an enforceable schedule, an
enforcement action filed or 2 funding commitment.

In accordance with Section 606(b) of the Clean Water Act, the Authority, hereby affirms
that it retains an independent auditor to review and audit the use of funds deposited in
the CWSRF in accordance with the auditing procedures of the federal General
Accounting Office and the requirements the federal Single Audit Act and the federal
-Office of Management and Budget Circular A-133.

F. Fees Assessed on Recipients

The costs of making and securing loans include the fees and expenses of bond counsel, CWSRF
Loan Program Counsel, and the cost of making appropriate municipal disclosures. The State
expects Participants to offset some of these costs through a Loan Closing Fee, which is $1,000
per Participant. The CWSRF Loan Program may also assess a Non-Use Fee on funds not used
for project costs two years following the loan closing. The total dollar amount in the CWSRF
Administrative Fee account as of June 30, 2008 was $37,100. :

G. CWSREF Financial Planning and Long-term Financial Health

The State employs financial advisor, Lamont Financial Services Corporation, to evaluate the
financial status and health of the CWSRF and make recommendations that suppott sustainability.

Y. Public Information

A. Public Participation

- Public notice is made through the SRF Loan Program website, www.srf.in.gov. The website
- offered a 30-day public comment period for comments related to the JUP. Copies of this
proposed IUP and PPLs were also available to the public upon request. The PPLs were also
posted on the SRF Loan Program website. The CWSRF Loan Program will respond to any
major SFY 2009 IUP comment or concerns the process of such response will be determined by
the nature of the comment or concern.

B. Records

All documents received and prepared in connection with Proposed Projects will be filed
appropriately and maintained by the State in accordance with State Access to Public Records
Law (IC 5-14-3-1 et seq.) and the U.S.EPA.
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C. Amendments

This TUP, including the PPLs, may be amended during SFY 2009 in accordance with federal and
State Law. As described under Part III, Exhibit B Criteria for Project List (PPL) Ranking, the
State intends to amend the PPL quarterly during SFY 2009. The IUP may also be amended from
time-to-time to reflect any minor changes which constitute data revision or clarification.

EXHIBITS

EXHIBIT A:
EXHIBIT B:
EXHIBIT C:
EXHIBIT D:

DEFINITIONS

INDIANA’S PROJECT PRIORITY LIST (PPL)
INDIANA’S SCORING AND RANKING SYSTEM
INTENDED USES OF FUNDS

CWSRF Intended Use Plan SFY 2009 = Page 13 of 13
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Definitions







Exhibit A

Definitions
Terms used in this document have the following meanings:
Binding Commitment means a closed CWSRF loan.

- Bypass Process means the procedure which allows the State to bypass projects

identified in a Fundable Range if the Authority determines that there may be
insufficient resources-to fund all loans on the PPL during the SFY. It allows other
projects originally identified outside the fundable range to be funded when
higher-priority projects have not yet progressed to a stage allowing for loan
closing.

Capitalization Grant means a federal grant, as evidenced by an agreement with
the United States Environmental Protection Agency that provides funds to
capitalize the CWSRF.

Clean Water SRF (CWSRF) Loan Program means the State’s revolving fund
loan program for wastewater infrastructure established under and pursuant to 1.C.
13-18-13 and the programs afforded thereby.

CWA means the Clean Water Act of 1972, as amended and supplemented and
codified at 33 United States Code Section 1251 et seq., and the rules and
regulations promulgated there under.

Drinking Water SRF (DWSRF) means the State’s Drinking Water State
Revolving Fund created in accordance with the SDWA and State Law.

Environmental Protection Agency (EPA) means the federal agency responsible
for promulgating regulations to implement environmental statutes including the
Clean Water Act and from which the CWSRF receives capitalization grants.

Federal Fiscal Year (FFY) means the fiscal beginning October 1™ and ending
September 30™.

Fiscal Year (FY) mea.ﬂs the fiscal year for the year indicated.

Fundable Range means an estimated current loan capacity which is determined
by various assumptions. Defined at the commencement of the SFY, it determines
which projects on the PPL are expected to receive assistance from the available.
funds subject to the CWSRF’s Bypass Process.
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Guarantee Revenue Bonds means one or more series of revenue bonds issued
from time

to time by the State to fund the CWSRF Loan Program. Federal capitalization
grants provide security for, and the CWSRF is the source of revenue for, the
payment of Guarantee Revenue Bonds. Guarantee Revenue Bond net proceeds are
loaned to Participants to finance their proposed Clean Water projects.

Indiana Department of Environmental Management (IDEM) means the State
environmental regulatory agency.

- Indiana Finance Authority (Authority) means the State entity that administers
the Indiana SRF Loan Programs pursuant to IC 4-4-11.

Intended Use Plan (IUP) means the document that is required to be prepared
annually to support the -State’s capitalization grant application, whlch identifies
the intended uses of all monies available to the CWSREF.

Median Household Income (MHI) means the average annual income for a given
region as determined by the most recent federal census data.

Municipal Market Data (MMD) means the composite index used in pricing
municipal bonds.

“Nonpoint Source (NPS) Pollution means water polilution from diffuse, rather
than discrete sources. It is caused by precipitation moving over or through the
- ground.

NPS Project means a project that ameliorates water pollution from diffuse, rather
than discrete sources.

" Participant means a Political Subdivision that is eligible for financial assistance
from the CWSRF Loan Program.

Political Subdivision means municipal corporation, special taxing district,
sanitary/conservancy district, regional water, sewer, or waste district, or any other
separate local governmental entity. “Political Subdivision” is more specifically
described in Indiana Code 13-11-2-164.

Preliminary Engineering Report (PER) means the document(s) submitted by
the Participant that provides the information necessary for the CWSRF Loan
- Program to determine the technical, economic and environmental adequacy of the

Proposed Project.
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Project Planning Meeting means an initial meeting held with the Participant o
gain an understanding of the Participant’s needs and to explain CWSRF Loan
Program requirements and the process involved in closing a loan.

Project Priority List (PPL) means the list of eligible Proposed Projects, seeking
financial assistance, in the order of their priority ranking. It includes Proposed
Projects that are preliminarily scored and unranked as well as those that are
scored and ranked on the basis of needs, prepared pursuant to Section 216 of the
Clean Water Act. :

- Proposed Project means the wastewater infrastructure project and NPS project
proposed by Participants for CWSRF financing in SFY 2007, which will be
reviewed_ for qualification and ranking under Section 212 of the Clean Water Act.

Scoring and Ranking System means the priority ranking system; a system by
which the CWSREF staff evaluates and ranks Proposed Projects for listing on the
PPL.

State Fiscal Year (SFY) means the period of time beginning July 1% and ending
June 30",

State Law means Indiana Code 13-18-13-1 et seq. With applicable definitions at
Indiana Code 13-11-2 and the rules and regulations promulgated there under.

State Match means the State’s commitment to provide matching funds equal to
20 percent of each federal capitalization grant for the CWSRF.

State Match Revenue Bonds means one or more series of revenue bonds issued
by the State Issuer as needed to fund the State Match.

State Revolving Fund (SRF) Loan Programs or SRF Loan Programs means
both the CWSRF and DWSRF Loan Programs, ‘

State Revolving Fund Proposed Projects (SRF Projects) means all proposed
DWSRF and CWSRF Projects.
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EXHIBIT B

Project Priority Lists

(See attachments)
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EXHIBIT C

Project Priority Ranking and Scoring







IndianggFinance Authority

INDIANA FINANCE AUTHORITY
WASTEWATER STATE REVOLVING FUND LOAN PROGRAM

PROJECT SCORING AND RANKING WORKSHEET

Project Name:

SRF Project Number:

NPDES#:

SRF Worksheet Reviewer:

Date:

PER Submittal Date:

Attachments:
1. Project Categories
2. SRF Sustainable Infrastructure Checklist







INDIANA FINANCE AUTHORITY WASTEWATER STATE REVOLVING FUND LOAN PROGRAM
PROJECT SCORING AND RANKING WORKSHEET

Project Name:
SRF Project Number: NPDES #;
Reviewer: Date:
Check only one:
List A: Small Community applicant population > 10,000,
List B: Large community application population is < 10,000.
Initial Maximum Allowed Score
Score
Section 1: Project Need ' 50 points
Section 2: Water Quality Benefits 40 points
Section 3: Brownfield Re-Use ' 5 points
Section 4: Financial Capability : 5 points
Total Score: 100
Bonus Points .
[Sustainable Infrastructure | 10 points|

Instructions:

Projects are scored using the following criteria to develop the Wastewater State Revolving Fund (WWSRF) Loan
Program Project Priority List (PPL). To the extent practical, the WWSRF Loan Program expects to give priority
to projects that:

1. Provide a Water Quality Benefit; )
2. Improve the condition of the system; and
3. Assist systems most in financial need.

Points are assigned only when the proposed project intends to correct the problem identified under the
appropriate section(s) with the associated points. For example, if the treatment system has persistent violations
but the proposed project does not address the violations, the points associated with the violations will not be
assigned. However, if the applicant has per51stent violations and addresses them, the points associated with the
violations will be assigned.

The total number of available points is 100. The score is determined by adding the total points associated with
the project up to 10 Bonus Points are available for projects which include sustainable infrastructure. If a tie
persists, then the project that serves the smallest population prevails.

A loan recipient must submit a complete Preliminary Engineering Report (PER) by July 1 to WWSRF in order to
be Scored and Ranked on the PPL. A PER submitted after July 1, will be scored and unranked. Projects which
submit applications only (and no PER) will appear as unscored and unranked.
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‘Section 1: PrOJect Need

ThlS sectlon scores pl’OJeCtS by the type of pro_;ect proposed for fundmg Pomts are glven based on type of prOJect W1th
additional points given to priority projects mentioned on page 1. ' : s

Categorles of Need: Pro_;ects may fall into several categories Deﬂmtlons are provided in the Attachment #1 for each
category of need. . -

Cost Points: . ' Earned Max Availaole

Category 1: Secondary Treatment e s -4 R 0
Category II: Advanced Treatment Co EER TR S0
Category IA: Infiltration/Inflow Correction- 3 -0 :_;
Category I1IB; Major Sewer System Reéhabilitation 3 0]
Category IVA: New Collection Sewers 4 0| -
Category IVB: New Interceptors 2 0
Category V: Combined Sewer Overflow Correction 5 0]
Category VI: Storm Water 2 0
Category VII: Non-Point Source 3 0
L ' " Total Points_ 0 30
;Addiﬁonal Poin.ts-'will' be pl'ovided if the following information is provided.in‘the PER:
-Wastewater Treatment Pla.nt ( WWTP) SR SR O 0
Ageof fac:lllty 50% ormore was - Lee . : :
constructed more- than 20 years ago 0 o 0 .
- : - - Total Points 0 1
Septic Tank Factor (STF) = number of : PI‘Q}ect removes 1-
existing septic. tanks to be ehmmate 25 homes 1
bythe prOJect N o[ Project removes 264
h L 75 hormes | o
~ |Project remoiie'"'
* 1125 homes
126 and over -~ &
homes T R
.. Total Points . 4
Combined Sewer Overflows (C8Q)= |Project removes 1- | | S i b
The proposed project eliminates a 25% B R o]
percentage of EITHER annual average PrOJect removes 26+ s '
overflow volume OR number of events {50% R AT 0
per year on a system wide ba31s i Pro_;ect rem 'ves SI
o 5% S 3 0
"{Project removes 764 7 - '
100% S I o :
ot Total Poimts | 0 _ 5
Sanitary Sewer Qverflows.( SSO) The gject removes 1- sl T _ -
proposed project eliminatesa H125% 0 FEE B 0
percentage of EITHER annual average {Project removes 264 B
overflow volume OR number of € nts 50% 2 0
per year on.a system wide basis. " IProject removes 51 N
| 75% 3 ol
-_Project removes 764 s T s TSR CEPE
100% 4 ' 0 . _
Total Points 0 4
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Regionalization Factor: Points

assigned if the proposed project Eliminates one o 4 y
reduces the number of National NPDES discharger ' - 1 R i 0
Pollution Discharge Elimination Eliminates two - N s :
System (NPDES) dischargers by NPDES
regionalization. dischargers ) 1 0
Eliminates three or o R
more NPDES
dischargers
B 4
Infiltration/Inflow (I/1): The PER
proposes to address an existing ' Yes
collection system that has excessive I/1, o
| Tofal Points 2
| “Total Points Earned
Section 2: Water Quallty Benefits
|ThIS section asmgn j : -idiﬁg an environmental'bé 1 Zfb a receiving stream. . > o :
] : i i . E Max Available
llutlon Ratio Points gQ ] (7—day QIO of receiving stream in cfs / (de51gn flow in mgd) X (1 33 "
cfs/mgd)) This is the calculatlon of efﬂuent limits cutlined in a WWTP NPDES permit,
0-:99 e 4
1.00-499 - . 3
5.00 ~0.5 . — 5 |
10.0 or greater 1 e
Total Poinits. 4
Outstanding Resource Factor: assigna v'alt:le.of 4 poirifs i
if the project will improve water quality.inan Outstandlng
State Resource (327 IAC 2-1.5-2 (3)), Exceptlonal Use.
Stream (327 IAC 2-1-11), Natural, Scenic and Recreatlonal :
River or Stream (312 IAC 7-2), Outstandmg RiversList. for o
Indiana (Indiana Register 20070530-IR 3 12070287NRA), . _
ora salmomd stream (327 IAC 2-1.5-5(a}{(3)). 4 .
Total Points- . 4

httD //www in. ;zov/lemslatlve/reglster/20070530-IR 3120 / .xfﬁlﬁpdf

Drinking Water Factor: assign a value of 4 points, if théi. IERE

proposed project positively affects a drinking water supply. | 4

Total Points.

Implementatmn Factor: ass1gn a value of 4 pomts if the
proposed project implements an approved Total Maximum

Dally Load (TMDL). _ 4
. Total Points

Priority Segments Points: assign a value of 1 point, if
project affects segments within drainage basins which have | _
been designated by the State as priority basins. These '
basins are Lake Michigan - Great Lakes Initiative (GLI), St.

Joseph River and Maumee River Basins. ' 1
' ' .- - Points Earned
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Water Quahg Seore Pomts asmgned based on benefit or impact the pro_]ect to malntam or ac‘meve
compilance on established water quallty standards or 1r1 ant1c1patlon of ﬁiture requu'ements

a, The project is necessary to achleve or maintain
compliance with effluent limitations based on water quallty
standards for conventional pollutants {i.e.; CBODS, TSS): 5
b. The project is necessary to achieve or maintain s
| leance with-effluent limitations based on-water quality
standards for toxic substances.(i.e heavy metals and man-

made orgamc compounds

c. The pr0_|ec' "'s nec achieVe complia.n'bé.wnh
éffluent limlta’aons based on water. quality st_ar_ld_ards for .

addltlonal or more strmgent limits than ex1st1ng NPDES

To’fal;Points

Pollution Reductlon Value:. ThIS is only for nonpoirit source projects where points will be
assigned based on an estimate of the E. coh ] ollutant which will be controlled or reduced by the
project. A’defined area is needed. L :

75% reduction and greater
50% - 74%

25% - 49% , . - :
Less than or equal to 24% ) RN N
e E ~ ~Total Points. -

Blunfen

Impaired Water Score: Points are given to projects that -
reduice or remove pollutants causing thie impaifment ofa :
303 {d) listed water body or an outstanding and except1onal e
resource wate. L o T
o ) Total Pomts 7 i
Total Points: Earned L )

‘Section 3: Brownfi eld- Reuse :

10

Brownfield Reuse: A value of 5 pomts w1Il be awarded to a project mvolvmg remedlatlon/redevelopment ofa.

Brownﬁeld (ICl3711-2 19 3) i COIljunCthD_Wlth the Indiana Brownﬁelds Program. -

p,o_]ect'm-hous e

Total Pomts Earned SRR ERTRRa |

.'Secti'o.n 4: Financial Capability

manclal Capability: Post-project annuai wastewat

bill as'a percentage of Median Household Income. .

Greater than or equal toZO% AR 5
15-19% A 3
3. 1.0-14% R 1
4, Lessthan or equal t009% Sl =0

nts on PER
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" 46750 Choklist

Total Points on.PER Including BONUS Points © = - .
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INDIANA SRF SUSTAINABLE DESIGN INCENTIVE CHECKLIST
{50 Possible Total Points)

A. Energy Reduction/Alternative Source Items (13 Subtotal Points)

O 1. The design reduces the future carbon footprint (5 points)

0O 2. Site planning for any new storage, pumping station or treatment plant provides that items such
as heat sink shading, building orientation and green roofs are included in the design (3
points)

-0 3. The design includes an energy reduction plan (from the Energy Audit) with at least a 20%
reduction goal (3 points)

[0 4. Project utilizes a SCADA system, which performs data collection and control at the
supervisory level that is placed on top of a real-time control system (multiple Programmable
Logic Controls (PLC’s)) to reduce energy consumption and enhance process control (1
point)

O 5. Clean fuel construction vehicles are used for 50% of the construction work (1 point)

B. Wetland, Water Reuse and Reduction Ifems (15 Subtotal Points)

(1 1. Project creates, restores or expands a wetland (1-3 points)

[d 2. Storm water capture/rain harvesting utilization for water reuse on site to be implemented (2
points for a treatment plant and/or 3 points for within collection system)

[0 3. The project includes long-term clear water reduction components (4 points)

0 4. The treatment facility incorporates water conservation and side stream reduction (3 points)

C. Site and Material Reuse Ifems (17 Subtotal Points)

O 1. Previously disturbed areas are given a high priority for any new storage, pumping station or
treatment plant site selection (2 points); use of a brownfield site (adds 2 points)
00 2. The design takes into account the deconstruction of the new, above-ground facilities ¢4
points) _
O 3. Offsite beneficial reuse of either the treated wastewater or biosolids (2 points); new treatment
process that significantly reduces residuals disposal (2 additional points)
4, The project beneficially utilizes recycled materials in the construction (2 points)
. The specifications include an incentive clause for construction waste reduction, cut/fili earth
work balance (2 points)
6. Low-impact construction technology is utilized to minimize impacts to the existing surface (3
points)

O oo
w

D. Detailed life cycle costs (material, equipment, energy usage etc.) are fully utilized in the
alternative selection process (5 points)

O Project selection is based on detailed life cycle cost analysis

0O A life cycle cost analysis calculates the cost of a project over its entire life span and includes up-
front capital costs (planning, design and construction), annual operation and maintenance costs,
replacement costs, and salvage value as well as annual project revenues.

50 Total Possible Points Awarded Points







EXHIBIT D

Intended Use of Funds







Exhibit D to the Intended Use Plan for SFY! 2009

INTENDED USES OF FUNDS
IN THE INDIANA FINANCE AUTHORITY'S SRF ACCOUNTS

This Exhibit identifies the intended uses of the funds held in various accounts of the
CWSRF, and how those uses support the goals of the CWSRF. This Exhibit also
demonstrates how the Authority meets the requirements of 40 CFR 35.3135(d) by using
all of the funds in the CWSRF in an expeditious and timely manner.

Sources, Uses and Available Balances in SRF Accounts
The following accounts have been created and exist under the Authority's Wastewater
Trust Indenture and comprise its CWSRF. Set forth on the attached Schedule 1 (the “Use
Schedule™) is detail on what funds are held in the CWSRF and how they were
expeditiously and timely used in SFY 2008 and will continue to be in perpetuity.

Wastewater Purchase Account.

Sources of Funds: Funds held in this account’ come from proceeds of Program
Bonds® issued by the Authority. The Authority expects to cause
additional Program Bonds to be issued at times and in amounts
sufficient to meet the funding requirements for loans presently
closed as of the end of the SFY 2008 as well as loans anticipated
to be closed in SFY 2009 and after.

Uses of Funds: These funds are used to make loans for qualified Proposed
Projects as permitted by 40 CFR 35.3120(a). This use directly
furthers the primary purpose of the CWSRF Program by financing

! Refers to the State Fiscal Year ending on June 30 of the year listed.

Pursuant to SRF Indenture- modification, the former State Match Loan Account was consolidated into
this Account effective May 30, 2007,
* To date, the Authority (or its processor issuer) has issued multiple series of bonds including several
refunding series (the "Program Bonds"™), a portion of which are issued for the CWSRF. An allocated
portion of the Program Bonds were deposited in the Purchase Account {with such bonds being referred to
as the "Guarantee Revenue Bonds" in this Report) to make loans from the CWSRF and a further allocated
portion of the Program Bonds were deposited in the Purchase Account (or the former State Match Loan
Account) as state match (with such bonds being referred to as the "State Match Revenue Bonds" in this
Report) to make loans or for other permitted purposes. The Guarantee Revenue Bonds are revenue bonds
within the meaning of 40 CFR 35.3120(d), the net proceeds of which were deposited in the CWSRF. The
State Maich Reveénue Bonds are revenue bonds within the meaning of 40 CFR 35.3135(b)(2), the net
proceeds of which were deposited in the CWSRF; their procéeds (together with other match sources) have
matched all capitalization grants awarded to date as well as a portion of the not-yet-available FFY 2009
(FFY refers to the Federal Fiscal Year ending September 30 of the year listed) grant by reason of over-
match. :
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Available Balance:

qualified Proposed Projects and through their construction
improves water quality in the State of Indiana.

As of July 1, 2008, the aggregate amount of closed and committed
loans was less than the balance in this account. As additional
loans are closed in SFY 2009, such committed amount will
exceed the amount available in this account (“Excess
Commitments”). The aggregate amount held in this account as of
July 1, 2008 is shown in the Use Schedule. Accordingly, none of
the funds presently on deposit in this account are available for
other SRF purposes except to finance closed and comnntted loans
related to qualified Proposed Projects. :

Wastewater Participant Loan Principal Ac_count.

Sources of Funds:

Uses of Funds:

Available Balance:

Funds held in this aécount come from principal payments on loans
made from the Purchase Account and the former State Match
Loan Account.

These funds are used to make payments on the outstanding
Guarantee Revenue Bonds as permitted by 40 CFR 35.3120(d)
and the Authority’s Operating Agreement with EPA. This use
indirectly furthers the primary purpose of the SRF by making loan
proceeds available to finance qualified Proposed Projects and
through their construction improves water quality in the State of
Indiana.

Approximately annually, this account is fully depleted to make
payments on Program Bonds. Accordingly, none of the funds
presently on deposit in this account are available for other SRF

purposes.

Wastewater Participént Loan Interest Account.

Sources of I unds

Uses of Funds:

Funds held in thls account come from interest payments on loans
made from the Purchase Account and the former State Match
Loan Account.

These funds are used to make payments on the outstanding
Guarantee Revenue Bonds and outstanding State Match Revenue
Bonds as permitted by 40 CFR 35.3120(d) and 40 CFR 35.
3135(b)(2), respectively. This use indirectly furthers the primary
purpose of the SRF by making loan proceeds available to finance
qualified Proposed Projects and through their construction
improves water quality in the State of Indiana.




Available Balance: Approximately annually, this account is fully depleted to make
payments on Program Bonds. Accordingly, none of the funds
presently on deposit in this account are available for other SRF

purposes.

WASTEWATER RESERVE* contains the following accounts:

Wastewater Reserve Earnings Account.

Sources of Funds: Funds held in this account come from interest payments on loans
made from the Purchase Account and the State Match Loan
Account together with other earnings on invested Reserve
accounts.

Uses of Funds: These funds are first used to make payments on the outstanding
Guarantee Revenue Bonds and outstanding State Match Revenue
Bonds as permitted by 40 CFR 3120(d) & (f) and 40 CFR
35.3135(b)(2), respectively, and secondly transferred to the
Reserve Deficiency Account, as described below.

Available Balance: Approximately annually, this account is fully depleted to make
payments on Program Bonds, with any excess available balances
to be transferred to the Reserve Deficiency Account. Accordingly,
none of the funds presentily on deposit® in this account are
available for other SRF purposes.

-4 Pursuant to SRF Indenture modification, effective May 30, 2007, the following Reserve accounts are
pledged to particular series of Program Bonds by means of subaccounts therein. Such pledged accounts
serving as the Reserve for only one Series of Program Bonds (a “Series Reserve™) and are held at a fixed
amount (a “Series Reserve Requirement”) subject to annual reductions as principal on such Series of
Program Bonds are repaid as required by the SRF indenture. While not labeled under this Reserve group of
accounts, amount held in Equity serve as security for the payment of Program Bonds, and thus, are part of
the “reserve” for the purposes of this Report and the federal Water Quality Act of 1987, as amended.

*  And before any further transfers to the DWSRF as discussed elsewhere in this Exhibit.




Wastewater Reserve Grant Account.

Sources of Funds: Funds held in this account® come from Federal capitalization
grants drawn when funds are loaned or administrative expenses
are incurred, up to the amount therein (and in the Support
Account and Equity Grant Account) that equals the perpetuity
amount, and any amounts in excess thereof come from State
Match.’ '

Uses of Funds:.  These funds are used (i) as security® for outstanding Guarantee
Revenue Bonds as permitted by 40 CFR 35.3120(d) & () and (ii)
as a source of payment for the outstanding Guarantee Revenue
Bonds and outstanding State Match Revenue Bonds as permitted
by 40 CFR 35. 3120(d) & (f) and 40 CFR 353135(b)(2),
respectively. This use both directly and indirectly furthers the
primary purpose of the CWSRF Program by making financing for
qualified Proposed Projects available and through their
construction improves water quality in the State of Indiana.

Available Balance: The aggregate amount held in this account (as of July 1, 2008 and
as anticipated in SFY 2009) is shown in the Use Schedule.’ In
furtherance of these purposes, the funds in this account are
invested with certain short-term investments, State and Local
Government Series (SI.GS) securities, treasury obligations, and
long-term high-quality investment contracts (the "Investment
Agreements"). The Investment Agreements (a) pay interest semi-
annually serving as a source of payment for the outstanding
Guarantee Revenue Bonds and outstanding State Match Revenue
Bonds, (b) mature and may be terminated at the Authority's option

® Pursuant to SRF Indenture modification, the former State Match Account was consolidated into this
Account effective May 30, 2007, '

7 State Match in this account came from State Match Revenue Bonds, and is either from (a) original
proceeds that were held as reserve balances from State Match Revenue Bonds issued in 1993, 1994, 1995
and 1997 or (b) principal on loan repayments funded from such proceeds. As of July 1, 2008, such amounts
related to State Match on deposit in this account have not been applied to Guarantee Revenue Bonds but
may be so applied to make any regularly scheduled payments on the outstanding Guarantee Revenue Bonds
as permitted by 40 CFR 35.3120(d) and the Authority’s Operating Agreement with EPA.

¥ Pursuant to the financing indentures related to the cross-collateralized outstanding Program Bonds, the
Authority is presently required to maintain reserves of at least $637.9 million, which is to be held in the
Reserve accounts and is not anticipated to be used to make loans to Participants. A portion of the reserves
have been allocated to the CWSRF for purpose of this IUP (as shown in the amount set out in the Use
Schedule). This is a minimum invested funds requirement. However, the Authority views invested amounts
in excess of the foregoing minimum requirement as security and as a source of payment for the outstanding
Program Bonds. Further, the Authority expects that the foregoing minimum requirement will increase as
additional Program Bonds are issued in SFY 2009 and beyond. Such excess purposes are served by the
Equity accounts to the extent that they are not anticipated to be used to make loans to Participants.

® And before any further transfers to the DWSRF as discussed elsewhere in this Exhibit.
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as set forth in the attached Schedule 2, and (c) are available in full
(as security) at any time if needed to pay the outstanding
Guarantee Revenue Bonds.

Wastewater Reserve Support Account.

Sources of Funds:

Uses of Funds:

Available Balance:

Funds held in this account come from Federal capitalization
grants drawn when funds are loaned or administrative expenses
are incurred, up to the amount therein (and in the Reserve Grant
Account and Equity Grant Account) that equals the perpetuity
amount.

These funds are used (i) as security for outstanding Guarantee
Revenue Bonds as permitted by 40 CFR 35.3120(d) & (e) and (ii)
as a source of payment for the outstanding Guarantee Revenue
Bonds and outstanding State Match Revenue Bonds as permitted
by 40 CFR 35. 3120(d) & (f) and 40 CFR 35.3135(b)(2),
respectively. This use both directly and indirectly furthers the
primary purpose of the CWSRF Program by making financing for
qualified Proposed Projects available and through their
construction improves water quality in the State of Indiana.

The aggregate amount held in this account (as of July 1, 2008 and.
as anticipated in SFY 2009) is shown in the Use Schedule. In
furtherance of these purposes, the funds in this account are
invested with Investment Agreements. The Investment
Agreements as allocable to the Support Account (a) pay interest

semi-annually serving as a source of payment for the outstanding

Guarantee Revenue Bonds and outstanding State Match Revenue
Bonds, (b) mature and may be terminated at the Authority's option
as set forth in the attached Schedule 2, and (¢) are available in full

(as security) at any time if needed to pay the outstanding

Guarantee Revenue Bonds. Further, Support Account balances
are anticipated to applied to as a scheduled source of payment for
the outstanding Guarantee Revenue Bonds and when so applied
will be replaced by retaining earnings in the Equity Grant
Account in an amounts necessary to preserve perpetuity as
anthorized and required by the Authority’s Operating Agreement
with EPA.

Wastewater Reserve Deficiency Account.

Sources of Funds:

Funds held in this account, if any, will come from other Reserve
accounts discussed above when the amounts held in the group of
accounts serving as the Reserve any Series of Program Bonds (a
“Series Reserve”) exceeds its Series Reserve Requirement.
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Uses of Funds:

Available Balance:

These funds are used to fund each Series Reserve by immediately
transferring them as necessary (the first possible use) to each
Series Reserve that is below its Series Reserve Requirement on
each February 1 and August 1 and secondly (if not required for
such first use) shall be transferred to an Equity account (the
secondary use; which is expected to occur). Any such transfer is
either made to a Grant Account or Earmings Account depending
on the source of the funds transferred to the Reserve Deficiency
Account.

No amounts were held in this account as of July 1, 2008 nor are
any so anticipated in SFY 2009.

WASTEWATER EQUITY" contains the following accounts:

Wastewater Administration Account.

Sources of Funds:

Uses of Funds:

Available Balance:

Funds held in this account come from the outstanding State Match
Revenue Bonds or other available funds in the SRF.

These funds are applied to reasonable costs of administering the
CWSRF Program as permitted by 40 CFR 35.3120(g). The
Authority so applied these funds during the SFY 2008 (and
expects to apply them and other funds in the CWSRF! to this
purpose in the SFY 2009). Any funds not expended in SFY 2009
are banked for management of the CWSRF in perpetuity by the
Authority. :

As of July 1, 2008, the aggregate amount held in this account is
shown in the Use Schedule. All of these funds are expected to be
used solely to pay reasonable costs of administering the CWSRF
Program. Accordingly, none of the funds presently-on deposit in
this account are available for other SRF purposes.

t0 While funds held in these Equity accounts are not pledged to the payment of Program Bonds, the SRF
Program Representative may, but is not required fo, direct that they be used to pay Program Bonds.
Further, the Authority would expect such to occur if it was necessary to pay such bonds and, thus, while not
labeled under as Reserve in this Report, the CWSRF freats it as part of the “reserve” for the purposes of this
Report and the federal Water Quality Act of 1987, as amended.

"1 Amounts set aside in this account only represent a portion of the funds the Authority is permitted by 40

CFR 35.3120(g) to apply

to costs of administering the CWSRF Program. Additionally the Authority

continues to bank for this purpose the remaining amount up to the full 4% limit as measured against total
grants (including the not-yet-available FFY 2009 grant expected to be awarded in SFY 2009).
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Wastewater Equity Grant Account.

Sources of Funds:

Uses of Funds:

Available Balance:

Funds held in this account come from Federal capitalization
grants drawn when funds are loaned or administrative expenses
are incurred, up to the amount therein (and in the Reserve Grant
Account and Support Account) that equals the perpetuity amount,
and any amounts in excess thereof come from State Match.

These funds are used (i) as security' and as a source of payment
for the outstanding Guarantee Revenue Bonds as permitted by 40
CFR 35.3120(d) & (e), (ii) to fund any transfers to the Authority's
DWSRF as permitted by law including Section 302 of the Safe
Drinking Water Act, (iii) to provide funds to meet costs of
administering the CWSRF in perpetuity, and (iv) to fund that
portion of any loans closed but not presently on deposit in the
Purchase Account' in the event additional leveraged Guarantee
Revenue Bonds could not be issued for any reason to meet such
commitments. This use both directly and indirectly furthers the
primary purpose of the CWSRF Program by making financing for
qualified Proposed Projects available and through their
construction improves water quality in the State of Indiana.

The aggregate amount held in this account (as of July 1, 2008 and
as anticipated in SFY 2009) is shown in the Use Schedule." In
furtherance of these purposes, the funds in this account are
invested with certain short-term investments, State and Local
Government Series (SL.GS) securities, treasury obligations, and
long-term high-quality investment contracts (the "Investment
Agreements"). The Investment Agreements (a) pay interest semi-
annually serving as a source of payment for the outstanding
Guarantee Revenue Bonds and outstanding State Match Revenue
Bonds, (b) mature and may be terminated at the Authority's option
as set forth in the attached Schedule 2, and (c) are available in full
(as security) at any time if needed to pay the outstanding
Guarantee Revenue Bonds.

'* Pursuant to the financing indentures, the Authority may use these funds if the Reserve Grant Account
were insufficient fo pay outstanding Program Bonds. Further, the Authority expects that the foregoing
minimum requirement of Reserve accounts will increase as additional Program Bends are issued in SFY
2009 and will result in a transfer of any uncommitted amounts in the Equity Grant Account to the Reserve -
Grant Account inclusive of any Capitalization Grants drawn into the SRF after July 1, 2008.

" In addition to meeting any Excess Commitments as of July 1, 2008, additional Excess Commitments
will occur before additional Guarantee Revenue Bonds are issued. This will result from closing new loans
for qualified Proposed Projects with (a) approved preliminary engineering reports (PERs) as of July 1,
2008, (b) PERs submitted and under review by the CWSRF as of July 1, 2008 and (c¢) additional PERs to
be submitted (including as set in the new PPL in SFY 2009), each as detailed in the Use Schedule.

¥ And before any further transfers to the DWSRF as discussed elsewhere in this Exhibit.
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Wastewater Equity Earnings Account.

Sources of Funds: Funds held in this account come from (a) transfers from the
Reserve Earnings Account and the Participant Loan Interest
Account undertaken approximately annually or at the time of an
issuance of additional Program Bonds and (b) earnings on
amounts invested in the Equity accounts.

Uses of Funds: These funds are used (i) as security and as a source of payment
' for the outstanding Guarantee Revenue Bonds and outstanding
State Match Revenue Bonds as permitted by 40 CFR 35. 3120(d)
& (f) and 40 CFR 35.3135(b)(2), respectively, like the Equity
Grant Account and (ii) to fund that portion of any loans closed but
not on deposit in the Purchase Account in the event additional
leveraged Guarantee Revenue Bonds could not be issued for any
reason to meet such commitments. This use both directly and
indirectly furthers the primary purpose of the SRF by making
financing for qualified Proposed Projects available and through

their construction improves water quality in the State of Indiana.

Available Balance: The aggregate amount held jn this account as of July 1, 2008 is
shown in the Use Schedule.'

ADDITIONAL INFORMATION CONCERNING EXPECTED USES OF SRF
FUNDS '

Use of Available Balances to Meet Closed Loan Commitments. Under its existing
practices, the Authority closes CWSRF Program loans with Participants without the
necessity of having available balances in its Purchase Account to fully fund those loan .
commitments on the date a CWSRF Program loan is closed. As of July 1, 2008, there
were no Excess Commitments. By closing new loans for qualified Proposed Projects with
(a) approved PERs as of July 1, 2008, (b) PERs submitted and under review by the
CWSRF as of July 1, 2008 and (c) additional PERs to be submitted (including as set in
the new PPL in SFY 2009), the aggregate amount of Excess Commitments would
become as shown in the Use Schedule.

The Authority expects to cause additional Program Bonds to be issued at times and in
amounts sufficient to meet the funding requirements for loans presently closed and those
anticipated to be closed in SFY 2009. Additionally, certain amounts held in the Equity
Grant Account and Equity Earnings Account are available and would be used to meet a
portion of the projected funding requirements for loans presently closed (and those
anticipated to be closed in SFY 2009) in the event additional Guarantee Revenue Bonds
could not to be issued.

> And before aﬁy further transfers to the DWSRF as discussed elsewhere in this Exhibit.
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Use _of Available Balances as a Reserve and Source of Payment for Guarantee
Revenue Bonds. Amounts held in the Support Account, Reserve Deficiency Account,
Equity Grant Account, Reserve Grant Account Reserve Earnings Account and Equity
Earnings Account secure, and are a source of payment, for Guarantee Revenue Bonds as
permitted by 40 CFR 35.3120(d) & (f). In addition to this use, a portion of these funds
are also held to meet (a) Excess Commitments in SFY 2009 in the event additional
Guarantee Revenue Bonds could not to be issued, (b) costs of administering the CWSRF
" Program in perpetuity, and (c) any transfers to the DWSRF as permitted by law.

-Use of Available Balances as a Source of Payment for State Match Revenue Bonds.
All SRF earnings including amounts held in the Reserve Earnings Account and Equity
- Earnings Account secure, and are a source of payment, for State Match Revenue Bonds
as permitted by 40 CFR 35.3135(b)(2). In addition to this use, a portion of these funds
are held to meet (a) Excess Commitments in SFY 2009 in the event additional Guarantee
Revenue Bonds could not to be issued, (b) costs of administering the CWSRF Program in
perpetuity, and (c) any transfers to the DWSRF as permitted by law. '

Use of Available Balances as a Source of Payment for Administrative Expenses. All
SRF amounts'® are held to meet costs of administering the CWSRF Program in perpetuity
if and as permitted by law. '

Use of Available Balances to Possibly Transfer Funds to the Drinking Water SRF.
As of July 1, 2008, about $23.6 million has been transferred to DWSRF. As of July 1,
2008, the cumulative transfer amount available for additional transfers from CWSRF to
‘the DWSRF could result in up to $44.76 million of allowable transfers which includes
33% of the FFY 2008 grant. The full amount of any such potential transfers is banked.

Further, transfers can be made from DWSRF to the CWSRF up to the cumulative amount
made from CWSRF to the DWSRF to date, together with an amount equal to 33 percent
of aggregate Drinking Water Capitalization Grants awarded. The full amount of any such
potential transfers is banked.

Since the inception of the DWSRF, the Authority (or its predecessor) has banked -
transfers up to maximum permitted limit and continues to do so; funds held in the Equity
Grant Account might be used for this purpose. Such transfer may be effectuated by a
transfer of an invested balance from (a) one or more of the Authority's Investment
Agreements or (b) other investments. These invested funds would then be used to
support the issuance of Guarantee Revenue Bonds, the proceeds of which would be used
to make Program loans. Any such determination would be based on whether the CWSRF
or DWSRF program is more in need of funds (when considering their respective
priorities) than the other. While a transfer from DWSRF to the CWSRF is not expected, it
is also banked to reserve the Authority’s discretion.

' Additionally the Authority continues to bank for this purpose the remaining amount up to the full 4%
limit as measured against total grants (including the not-yet-available FFY 2009 grant expected to be
awarded in SFY 2009)..
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SCHEDULE 2

SRF INVESTMENT AGREEMENTS

Funds held in the Reserve Grant Account and certain other accounts are invested in the following
Investment Agreements which mature, and may be terminated at the Authority's option only, as follows:

AJG Matched Funding Corp., dated

January 21, 1993 2/1/15 N/A $2 to $3 million
AIG Matched Funding Corp., dated

March 24, 1994 2/1/16 N/A $1 to $2 million
AIG Matched Funding Corp., dated :

February 7, 1995 2/1/17 N/A N/A

AIG Matched Funding Corp., dated

September 30, 1997 2/1/19 Any time ' N/A

AIG Matched Funding Corp.,

Dated, September 29, 1998 2/1720 2/1/10 $1 to $6 million
Citigroup Global Company Inc., B

Dated, February 13, 2006 8/1/16 Any time $1 to $5 million
Trinity Plus Funding Company,

LLC, Dated January 9, 2001 - 8/1/23 8/1/08 $0.1 to $18 million
AIG Matched Funding Corp., :

Dated, November 14, 2001 2/1/23 N/A $1 to $10 million
AIG Matched Funding Corp.,

Dated, December 27, 2002 2/1/24 N/A $1 to $2 million
Trinity Plus Funding Company,

LLC, Dated March 21, 2006 - 2/1/29 N/A $3 to $10 million
FSA Capital Management Services _

LLC, Dated June 19, 2007 2/1/28 N/A $-0- to $15 million

The Authority has structured these Investment Agreements in a manner to assure as great as flexibility as
practical to serve the variety of needs required by the SRF. The long-term nature of these investments
assures long-term access to quality investment sources and, thereby, balances revenue certainty against
known debt obligations associated with Program Bonds. This fosters the ability to issue additional Program
Bonds to fund a prudent, maximum level of leveraged loans. Further, repayment features are consistent with
the reserve purposes associated with most of these invested funds. These optional termination dates and
scheduled repayment features associated with the Investment Agreements, in total, assure access to invested
balances at reasonable intervals and are expected to facilitate future leveraged bond issues. However, it also
to be understood that this restricts the SRF Program’s ability to make use of these invested sums for other
purpose (including certain of those uses recited elsewhere in this Exhibit) without negotiating different
termination provisions which could result in a charged losses upon any such alternate termination
depending upon market conditions and other factors.

7 If not repaid sooner, all invested sums are required to be repaid to the Authority by this date.

¥ On or after this date, the Authority may terminate the investment at its option and all invested sums will then be
required to be repaid to the Authority without any premium (or other market to market payment).

* Bach February 1 (except for the 2000 & the first 2001 Investment Agreements, which is each August 1),
commencing in 2008 (except for the first 2001 Investment Agreements, which is 2019), a portion of the invested
sums is required to repaid annually to the Authority. These annual amounts are set out in a schedule to each
agreement and range within the amounts shown in this column.




A. Funds Committed to Projects by WWSRF
Purchase Account

B. Other Funds Held in WWSRF
Reserve Grant Account

Reserve Eamnings Account

Reserve Support Account

Reserve Deficiency Account

Equity Grant Account

Equity Eamings Account
Equity Administrative Account

‘Fotal Available Funds {A. and B. above)

Schedule 1

to Exhibit I for the WW Intended Use Plan (SFY 2009)

Account Balances™
as of:
30-Jun-2008
(Actual)

$ 137,300,000

Future Deposits
in SEY.

$ 137,300,000

$ 425,000,000
6,500,000
10,800,000

172,600,000
39,000,000
204,000

17,000,000

3 654,100,000

$ 17,000,000

$ . 791,400,000

3 17,000,000

Proof of Timely & Expedious Use of Above Funds Held in WWSRE*

Closed Loan (Undrawn loan amounts covered by on-hand Purchase A/C Funds)

Closed Loan Bxcess Commitments (after Application of above Purchase A/C *¥)

Closed Loan to be funded directly from Equity (undrawn portion of loan)

PERSs In-house (approved & under-review) Awaiting Loan Closing
Other Projects on new SFY's PPL, Requesting Loan Funding

1. Use: to cover Loan Demand***

Funds held in existing Administrative Account

Remainder of 4% banked funds available for Administrative purposes

2. Use: to cover Adminisirative Costs in Perpetuity

3. Use: to cover Series Reserve Reguirement

Possible Uses of Funds (1, 2 & 3 above without considering other secondary

purposes for holding them in the WWSRF) # are as follows:

$ 137,300,000

307,200,000
644,400,000

1,088,900,000

200,000
6,400,000
6,600,000

520,100,000

Uses of Funds (1, 2 & 3 above):

Less: Total Available Funds (A. and B. above)

Amount by which "Possible Uses of Funds'" EXCEED "Total Available Funds"

$ 1,615,600,000

808,400,000

$ 807,200,000

Notes:

* Amounts are approximate & rounded 1o nearest $100,000

** This amount is 2 net pefunded amount of closed leans after application of the June 30th on-hand balance.

*+* While use will likely be met with future Program Bonds, possible that on-hand funds could be used. When covered by issuance of
Program Bonds used to make subsidized loan, a reserve of 40% to 50% is {funded from Equity and additicnal Program Bords are used to

make pooled loan at a market rate. Such Program Bonds would not be sufficient to meet all needs,







